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The agency proposal follows:

SUImmary

Pursuant to N.J.S.A. 52:14B-5.1, the Regulations Governing New Home
Warranties and Builders Registration, N.JA.C. 5:25, are scheduled to expire on July 18,
2006. The Department has reviewed this chapter and finds that that it continues to be
necessary and appropriate for the purpose for which it was adopted and is therefore
proposing that it be readopted without change.

The purpose of this chapter is to implement the New Home Warranty and
Builders Registration Act, N.J.S.A. 46:3B-1 et seq., by establishing standards for the
warranty required by statute to be given to new home buyers and for the registration of
new home builders.

N.JA.C. 5:25 consgs of five subchapters, which ded, respectively, with generd
provisions, builder regigtration, warranty coverage and standards, private aternative new
home warranty security plans, and the State new home warranty security plan.

Subchapter 1 deds with title, scope, effective date and the vdidity in the event
that any particular provison isheld to beinvdid. It dso contains definitions and the
designation of the division and bureau responsible for enforcement.

Subchapter 2 contains rules implementing the statutory requirement that al new
home builders be registered with the Department. Procedures and requirements for
regigtration are established, as are grounds for denia, suspension or revocation of

registration. Builders are required to enroll in awarranty plan. Any builder who failsto



register is subject to a pendty of up to $2,000 for each new home sold while the builder
is not registered
Subchapter 3 establishes requirements for warranty coverage and standards that
must be met or exceeded by any approved warranty plan, whether private or State. The
rules specify which defects are required to be warranted for one year, which for two
years, and which for 10 years. Builders respongbilities are set forth, as are warranty
exclusons. Performance standards are established that are to be followed in determining
whether or not a deficiency exists and what the obligation of the builder or warrantor is.
Subchapter 4 includes rules establishing requirements that must be met by any
person seeking to establish a private warranty plan. These rules are intended to provide
assurance that a homeowner whose home is warranted under a private plan has the same
degree of protection as one whose home is warranted under the State plan. The
subchapter includes the procedures that must be followed by an applicant for private plan
gpprova, aswell as the grounds and procedures for denid, revocation and suspension of
approval.
Subchapter 5 designates the Director of the Division of Codes and Standards as
the adminigrator of the State plan and sets forth rules of daim digibility and rules
establishing warranty contributions and claims procedures.
As the Department has provided a 60-day comment period on this notice of
proposa, this notice is excepted from the rulemaking cdendar requirement pursuant to

N.J.A.C. 1:30-3.3(a)5.

Social Impact



The rules proposed for readoption have a beneficid socid impact in that they
implement a datute desgned to protect purchasers of new homes by providing an
efficdent mechanism for getting condruction defects corrected without the need for
litigation. By edablishing sandards of responghility for builders, these rules protect the
conscientious builder who dands behind his or her work. The &bility to get defects
corrected in an expeditious manner protects the hedth and safety of new home buyers
and ther families

Economic Impact
By reducing the need for litigation, the New Home Warranty and Builders Regidtration
Act and the implementing rules at N.JA.C. 5:25 may have a pogtive economic impact
for both builders and homeowners in that they may reduce lega cogts. Builderswho
build homes with deficiencies suffer an adverse economic impact when they are required
to correct those deficiencies or lose the right to build new homesin New Jersey. Builders
who fall to register suffer an adverse economic impact when they are required to pay
pendlties of up to $2,000 per new home built. Private plansthat an meet therule
requirements receive a positive economic impact, in that they can do businessin New
Jersey, while those who cannot meet the requirements suffer a corresponding negetive
economic impact. The percentage of the price of a new home required to be paid by a
builder to enrall the home in the State plan ranges from 0.17 percent for those with a
least 10 years without claims to 0.595 percent for those with the least favorable claim

records.



Federal Standards Statement
No Federd standards andlysisis required because these rules are not being
proposed for readoption in compliance with, or in order to implement, any Federd law or

rules or any State law referencing any Federd law or rules.

Jobs Impact
The Department does not anticipate that readoption of these rules will result in the
loss or cregtion of any jobs. By facilitating correction of dfficiencies in new homes, the
rules have a podtive impact upon job creation for persons in the building trades and

related fields of employment.

Agricultural Industry Impact
The Department does not anticipate any impact upon the agriculturd indusiry as a

result of the readoption of this chapter.

Regulatory Flexibility Statement
The rules proposed for readoption would continue registration and construction
requirements for builders of new homes that assure warranty protection to the owners,
pursuant to the requirements of the New Home Warranty and Builders Registration Act,
N.JSA. 46:3B-1 & =g Many builders who are required to regiser may be “smdl

busnesses” as defined in the New Jersey Regulatory Flexibility Act, N.JA.C. 52:14B-16



et seq However, the Depatment has determined that no differentiation in the rules
should be provided for small businesses, since to do so would result in unequa trestment
of home buyers and would not conform to requirements of the statute.

Under subchapter 3 d the rules, builders and warrantors of new homes must incur
whatever costs are necessary in order to bring the homes into compliance with the
gandards. The amount of the costs that may be incurred would depend on the extent of
the deficiencies in the particular case. A builder or warrantor lacking persons on daff
with the necessary <ills would have to incur the cost of hiring contractors or
subcontractors to do various items of work.

Smart Growth Impact

Readoption of this rule would not have any impact upon either the achievement of
smart growth or the implementation of the State Development and Redevel opment Plan.

Full text of the rules proposed for readoption may be found in the New Jersey

Administrative Code at N.JA.C. 5:25.



